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Part of this paper was written while I was the Kaiser Visiting Professor at the Department of Economics,
Stanford University.  This paper was, in part, written in response to a challenge given by Robert Barro to his
graduate macroeconomics class, of which I was very fortunate to be a part of, to see if it was possible to
generalize the analytical results presented in Barro and Sala-i-Martin (1995) to a more flexible specification
of technology.  I have benefitted from comments by Robert Dennis, Paul Evans, Doug Hamilton, Angelo
Mascaro, John Sabelhaus, Jan Walliser.  The Editor (Gary Hansen) helped improve the paper’s exposition
and an anonymous referee provided several valuable suggestions for making the proofs more rigorous.  The
views expressed in this paper are those of the authors and not necessarily those of the National Bureau of
Economic Research.
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ABSTRACT
Despite being the standard growth model for several decades, little is actually known analytically about
the dynamic properties of the neoclassical Ramsey-Cass-Koopmans growth model. This paper derives
analytically the properties of the endogenous saving rate when technology takes the Constant Elasticity
of Substitution (CES) form. For a factor substitution elasticity between capital and labor less than unity,
the saving rate decreases along the transition path after the capital stock reaches a critical value
identified analytically herein. But before reaching this critical value, the saving rate might increase and
so, taken as a whole, the saving rate path might manifest "overshooting." Similarly, for a factor
substitution elasticity greater than unity, the saving rate increases along the transition path after the
capital stock reaches a critical value. Before reaching this critical value, the saving rate might decrease
and so the saving rate path might manifest "undershooting." A simulation illustrating these interesting
dynamics is presented.
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